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STATE OF ILLINOIS

ILLINOIS COMMERCE COMMISSION

South Beloit Water, Gas & Electric
Company
‘ g7-0088
Petition for Authorization to Modify the
Current Contract for Gas Services
between Petitioner and Wisconsin
Power & Light Company.

By The Commission:

On February 3, 1997, South Beloit Water, Gas & Electric Company (“Petitioner”
or “SBWGE") filed a petition requesting liinois Commerce Commission (“Commission”)
authorization to modify the current contract for natural gas service between Petitioner
and Wisconsin Power & Light Company (“WPL"). SBWGE is a wholly-owned subsidiary
of WPL. WPL is SBWGE's sole supplier of metered natural gas service under the
terms of a contract for natural gas previously approved by the Commission.

Pursuant to notice, as required by law and the rules and regulations of the
Commission, hearings were held before a duly authorized Hearing Examiner of the
Commission at its offices at its offices in Chicago, lllinois on March 18 and April 22,
1897. Appearances were entered by counsel on behalf of Petitioner and by members
of the Accounting and Planning and Operations Departments of the Commission's
Public Utilities Division (“Staff”). At the conclusion of the hearing on April 22, 1997, the
record was marked “Heard and Taken”.

Petitioner provides natural gas service to the City of South Beloit, the Viilage of
Rockton, and parts of the Townships of Durand, Lacna, Rockton and Roscoe in
Winnebago County, lllinois; and parts of the Townships of Rock Grove and Rock Runin
Stephenson County, lllinois. | !
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WPL is SBWGE's sole supplier of metered natural gas service. The gas service
is not metered at the locations where it crosses the state border lines. Due to the
relatively small size of the SBWGE property, it is uneconomical for SBWGE to maintain
an organization of personnel and needed resources for operating and maintaining said
properties. Further, WPL can efficiently perform such needed services. [n the interest
of economic efficiency and to lower overall costs and rates to customers of both utilities,
SBWGE and WPL have entered into a Contract for Gas (hereinafter, "Agreement”),
which specifies how costs of natural gas supply and other expenses shail be allocated
between the respective utilites. The current Agreement was executed in the early
1980's, following authorization by the Comn‘iission, pursuant to its authority under the
Minois Public Utilities Act.

Mr. Marc Nielsen, Petitioner's Gas Pricing Administrator, testified that since the
current Agreement was entered into, the conditions under which WPL purchases gas
services from wholesale suppliers have changed significantly, and it is therefore
appropriate to change the current Agreement Formula 1 to reflect these changes. Mr.
Eric Mott, Petitioner's Senior Cost Accounting Analyst, proposed clarifications to current
formulae which allocate certain non-gas-supply related costs such as distribution,
customer service, sales promotion, general, administrative and rental expenses, and
rate base allocated to Petitioner. These formulae were also modified as necessary to
reflect the availability of end-user transportation. Mr. Mott originally proposed a change
to Formula 6 (rental expense), but after consultation with Staff agreed that the original
formula (simply clarified and with recognition of end-user transportation) should be used
in the proposed Agreement. Petitioner submitted Late Filed Exhibit 4, which is a final-
form version of the proposed Agreement. Mr. Mott further testified that Formulae 2
through 5 involve only expenses for which Petitioner is not directly billed by any entity
other than WPL, whereas Formylae 6 and 7 are related to expenses for which
Petitioner may receive direct bills from other entities and in the case of Formula 8 may
have rate base specifically identified as located in Petitioner's service temritory.

At the hearing, Mr. K. Allen Griffy, member of the Accounting Department of the
Commission's Public Utilities Division (“PUD”) stated that Staff reviewed Petitioner's
filing and believed the proposed changes {o be reascnable, premised on Mr. Mott's
testimony withdrawing a proposed change to Formula 6. Mr. William Riley, member of
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the Pfanning and Operations Department of the PUD, stated that Petitioner's proposed
filing appeared reasonable. Staff has reviewed Late Filed Exhibit 4, and do not object
to Petitioner and WPL executing the Agreement in the form shown.

The Commission, having given due consideration to the entire record and being
fuily advised in the premises, is of the opinion and finds that:

(D

(2)

(3)

(4)

5

Petitioner, South Beloit Water, Gas & Electric Company, is engaged in the
distribution of natural gas to the public in lllinois and is a public utility as
defined in the Public Utilities Act;

the Commission has jurisdiction over Petitioner and of the subject matter
of this proceeding;

the statements of fact set forth in the prefatory portion of this Order are
supported by the record and are hereby adopted as findings of fact;

the evidence indicates that changes to Petitioner's current Agreement,
including Formulae 1 - 8, and as embodied in Late Filed Exhibit 4, are just
and reasonable,

it is reasonable that Petitioner modify its current Agreement for Gas with
Wisconsin Power & Light Company. '

IT IS THEREFORE ORDERED that Petitioner South Beloit Water, Gas & Eletric
Company is authorized by the Commission to execute a new Agreement for Gas, in the
same form and substance as that found in Late Filed Exhibit 4, between Petitioner and
Wisconsin Power & Light Company,

IT IS FURTHER ORDERED that Petitioner shall file a copy of the newly
executed Agreement for Gas with the Commission within 20 days of executing said

Agreement.
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IT IS FURTHER ORDERED that subject to the provisions of Section 10-113 of
the Public Utilities Act and 83 lll. Adm. Code 200.880, this Order is final; it is not subject
to the Administrative Review Law.

By Order of the Commission this 11" day of June 1997.

(SIGNED) DAN MILLER
Chairman

(SEAL)
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integrated gas disinibution sysiem, the only separation being the location in different states; and,

WHEREAS, gas service is not metered at the locations where it crosses the state line, but is
measured by meters measuning such energy as is delivered to customers or used by the utility; and,

WHEREAS, due 10 the relatively small size of the {llinois Company property. it is
uneconomical for the Hlinois Company to maintain an organization of personnel and needed
respurces for operating and maintaining said properties; and,

WHEREAS, the Wisconsin Company can efficiently perform such needed service;

NOW, THEREFORE, in consideration of the mutual Agreement herein contained, it is
agreed by and between the parties hereto as follows:

i The Wisconsin Company will deliver from its local gas distribution facilities in
Wisconsin to the adjacent contiguous and interconnected local gas distribution facilities of thie
Itlinois Company situated in Iilinois sufficient gas to meet the entire requirernents of the inois
Company for distribution to its gas customers and for use by the lllinois Company subject to tefrs,
conditions or curiasiiment restrictions imposed on the Wisconsio Company by its suppliers afgas
commodity supply and transportation. |

2. For all gas delivered o the illinois Company, the Hlinois Company will ﬁrnihe
Wisconsin Company monthly for delivered natural gas, service é-nd fixed costs as deseﬁ:bz&:belﬁg:

Iem 1. Delivered natural gas costs, which shall be consistent with gasptzrchdses
made for the Wisconsin company, expressed in separate gas charges, expressed as 4 mttfpbi'
million British Thermal Units (MMBTU) and applicd 10 the applicable mnﬁﬂy.'fI;jéi;anaigi:
Company MMBTU sales. All interdepartmental sates of gas wili be priced at this samera{c
per MMBTU, Costs recoverable through the gas charges shall conform wiih..ai'iowahiéng'as:
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IN WITNESS WHEREOQF, the parties hereto have caused this Agreement to be si aned by
their respective proper officers, and their corporate seals to be bercunto affixed. as of the day and

year first above written.

WISCONSIN POWER AND LIGHT COMPANY

By:

Senior Viee President

Secretary

SOUTH BELOIT WATER. GAS AND
ELECTRIC COMPANY

Sentor Vice President

Secretary
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Amnual Demand Cost of Gas per MMBTU=A/B
where: A = Allocated Total Annual Demand Costs of Gas of the combined Wisconsin

and Hlinois Companies. as contracted for by the Wisconsin Company with
ANR Pipeline, Northern Natural Gas Companv and other sellers of
transportation and storage capacity.

B = MMBTU of gas sold 1o all firm and interruptible direct-purchase customers
and transportation backup customers of the combined Wisconsin and {llinots
Companies.

Formulal.2 Federally-Approved Gas-Related Costs

Federally-Approved Gas-Related Costs = Non-gas costs which the intersiate pipelines
delivering gas to the Wisconsin Company are authorized to recover by the Federal Energy
Regulatory Commission. At the time of execution of the instant Agreement, these costs
include Gas Research Institutle costs, Annual Cost Adjustment costs, Order 500 Take-or-Pay
costs, Daketa Cost Recovery. and Order 636 Gas Industry Transition costs.

Individual Specific Federaliy-Approved Gas-Related Costs Shall Be Calculated Separately
Where the Cost per MMBTU = A /B

where: A = Costof individuat specific federally-approved gas-related charges (as may be

billed separately based on demand charges and volumetric charges) as billed
to the Wisconsin Company by ANR Pipeline and Northern Natural Gas

Company.

B = MMBTU of gas delivered to all direct-purchase and transpartation cus-tf:mxcés'
of the combined Wisconsin and 1llinois Companies.

Formula 2

Gas distribution operation and maintenance
expenses =

(A+BYx{CHC+D))

where: A= Wisconsin Company gas distribution O&M expenses

it

Hlingis Company Gas distribution O&M Expenses

B
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C = Ilipois Company average gas customers

D = Wisconsin Company average gas customers

a3
Customer accounts and customer service
expenses =
(A+B)x (CAC+D)
where: A = Wisconsin Company gas customer accounts and services expenses Jess
uncoliectible accoumts
B = Ilinois Company gas customer accounts and services expenses less

uncollectible accounts
C = [llinois Company average gas customers

D = Wisconsin Company average gas enstomers

Sales promotion expenses =
(A+Byx(CAC+ Dy
wherer A = Wisconsin Company gas sales promotion expenses
B = lilinois Company gas sales promotion expenses
C = [Hinois Company average gas customers
D = Wisconsin Company average gas customers
Administrative and General

expenses =

(A +B)x(CAC+Dyj

-
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where: A =  Wisconsin Company gas A&G, FICA and unemployment taxes less
regulatory commission expenses
B = ll!imis:- Company gas A&G, FICA and unemplovment taxes less regulatory
COmUSSion expenses
C = Illinois Company average pas customers
D = Wisconsin Company average gas customers
Formula 6
Rental expenses consisting of:
Depreciation expenses =
{({A+B)x(C/(C+D)))-B
where: A = Wisconsin Company gas distribution and general plam depreciation expenses

plus related percent of gas-related common utility plan: depreciation
B = lllinois Company gas distribution and general plamt depreciation expenses

C = MMBTU of gas delivered to all direct-purchase and transportation customers
of the [liinois Company

D = MMBTU of gas delivered to all direct-purchase and transportation customers
of the Wisconsin Company
Fopnula 7

Rental expenses consisting of:

Property Taxes =  Property Tax Rate x Property Tax Basis
where: Property Tax Rate =  Wisconsin Property Tax Ratwe
and

where: Property Tax Basis = { (A=B)x (CAC+Dj))-B
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